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Annual Meeting of American Institute 
of Accountants 


On November 30th officers of the Colorado 
Society of Certified Public Accountants held 
a meeting to select a committee for the pur- 
pose of assisting in arrangements for the 
annual meeting of the American Institute of 
Accountants, which is to be held at Colorado 
Springs September 15 to 18, 1930. William 
J. Thompson of Denver was appointed 
chairman of the committee. The Institute’s 
committee on meetings, of which Clem W. 
Collins is chairman, is working in codépera- 
tion with the Colorado society’s committee 
in making plans for the meeting. 

In the December, 1929, issue of the Bulle- 
tin members were requested to offer their 
opinions of the advisability of forming a 
special party to travel from the east to 
Colorado Springs at the time of the meeting. 
A suggested itinerary was outlined for such a 
trip. The officers of the Institute would 
welcome comments which might be of as- 
sistance in making plans satisfactory to all 
concerned. 

Railroads have expressed willingness to 
arrange tours of from seven to fifteen days if 
@ special party is organized. Such tours 
® would permit members to visit such places 

as Pikes Peak, Cheyenne Mountain, Rocky 
Mountain National Park, Fort Collins, 
Loveland, Big Thompson Canyon, Horse- 
Shoe Park, the scenic Fall River Road 
and the Continental Divide at Millner’s 
Pass, the head waters of the Colorado 
River, Grand Lake, Clear Creek Canyon, 
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Idaho Springs, Denver’s Mountain Parks 
and Lookout Mountain, the city of Denver 
and, of course, the vicinity of Colorado 
Springs. The number of places that could 
be visited would depend, of course, upon the 
duration of the tour finally selected. Mem- 
bers who have mentioned the matter seem to 
feel that the meeting will provide an excel- 
lent opportunity for such excursions in the 
west and it would be most helpful if more 
members would send in their comments. 


American Institute Examinations 


Approximately nine per cent. of the 
candidates passed the examinations of the 
American Institute of Accountants held 
November 14th and 15th under the auspices 
of twenty-eight coéperating state boards of 
accountancy. About thirteen per cent. of 
the candidates were conditioned in one sub- 
ject and seventy-eight per cent. failed. 

At a recent meeting the board of exami- 
ners fixed May 15 and 16, 1930, as the dates 
for the spring examinations of the American 
Institute of Accountants. Applications for 
admission to the Institute should be sub- 
mitted by March 15th if the applicants wish 
to sit at the spring examinations. 


Changes in Institute’s Official 
Personnel 


Under date of December 31, 1929, the 
president of the American Institute of 
Accountants sent the following letter to 
every member and associate, explaining 
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certain changes in the Institute’s official 
personnel: 


To the Members and Associates of the 
American Institute of Accountants: 


GENTLEMEN: 


The Executive Committee of the Institute has 
authorized certain changes in the official personnel 
and has requested me to communicate to all the 
membership the reasons which have induced the 
changes and the purposes which are to be accom- 
plished. 

Last summer, the Committee was approached by 
The Century Company of New York, a well known 
and highly regarded publishing house, with a pro- 
posal to undertake a systematic scheme of book 
publication in the field of accountancy. The matter 
was brought before the Council at its meeting on 
September 19, 1929, and after some discussion was 
referred to the Executive Committee with power. 

The Executive Committee appointed a special 
subcommittee, consisting of Joseph E. Sterrett, 
Arthur H. Carter and T. Edward Ross, to consider 
the agreement for publication suggested by The 
Century Company and to make any other sugges- 
tions which might seem requisite to efficient ac- 
complishment of the purposes of the proposed 
contract. The special committee recommended 
that the Executive Committee approve the form of 
contract which was suggested, with certain modifica- 
tions, and the executive officers of the Institute 
were authorized to sign the contract. is was 
done on November 30, 1929. 

Subsequently the special committee rendered a 
further report from which I quote the following 
Paragraphs: 

“In order to carry out in an effective manner 
what your subcommittee deems to be an adequate 
publication programme, it is thought essential 
that the editor be relieved of the detail work of the 
secretaryship of the Institute in order that he 
may devote his entire time and efforts to the con- 
duct of the publication programme. When the 
Institute was organized in 1916 it seemed unavoid- 
able that, for the time being, the duties of the 
editor and of the secretary should be combined, but 
with the growth of the Institute in members and in 
financial strength and influence, your subcommittee 
believes that the time has come, and that the execu- 
tion of the contract with The Century Company 
makes necessary a separation of these functions. 
Fortunately, such a separation can be made without 
difficulty. In Mr. A. P. Richardson, who has had 
charge of the editorial work of the Institute for 
nearly twenty years, we have a man familiar with 
the Institute’s field of publication and devotedly 
loyal to the Institute in every way, who is admirably 
equipped to carry to success such an enlarged pub- 
lication programme as is contemplated. Also in 
Mr. John L. Carey, who has served the Institute as 
assistant secretary since June 22, 1925, we have 
available a man who can carry on the work of the 
secretary’s office in a way that will be satisfactory 
to every member of the Institute. Your subcom- 
mittee believes that the enlargement of its publica- 
tion programme and the changes in organization 
recommended above will greatly enhance the value 
of the service rendered by the Institute to its 
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members and to the profession at large. Your sub- 
committee believes, also, that its recommendations 
are a logical development of the principles upor 
which the Institute was formed and upon which its 
financial stability has been furthered by the con- 
tributions made to the endowment fund.” 

At a full meeting of the Executive Committee 
held December 18, 1929, the report of the subcom- 
mittee was carefully considered. Its adoption 
was approved by everyone present, and accordingly 
the changes which are suggested in the report have 
been made and will become effective January 1, 1930 

In reporting this matter to the membership | 
feel it incumbent upon me to make it clear that the 
changes are authorized with the sole purpose of 
making it possible to carry out in the most effec- 
tive manner the enlarged plan of publication which 
has been adopted and to that end to relieve Mr. 
Richardson of a portion of his work which for 
some time he has expressed a desire to relinquish so 
that he may devote himself to the literary and edu- 
cational part of the Institute’s activities. 

There are also plans for an increasing amount of 
research which will be directed by Mr. Richardson. 
He will be in control of the editorship of all maga- 
zines, books, etc., issued either by the Institute or by 
The Century Company for the Institute. 

The Executive Committee wishes me to add that 
it expects that the Institute shall continue to have 
available the advice and assistance which Mr. 
Richardson’s long experience and intimate knowl- 
edge qualify him to render and that Mr. Richardson 
will hold himself in readiness to render any as- 
sistance which may be required by any officer or 
committee of the organization. 

Mr. Carey has been with the Institute for several 
years as assistant secretary and has demonstrated 
his ability to render the secretarial services which the 
Institute requires. We are fortunate in finding one 
so admirably suited to carry on the duties of Secre- 


tary. 

Andrew Stewart, who had served the Institute as 
treasurer since his election in September, 1928, has 
notified the Institute that he is about to leave pro- 
fessional accountancy to take a partnership in a 
firm of investment bankers, and he has expressed 
his desire to be relieved of the duties of the treasurer- 
ship. In the circumstances it seemed to the Execu- 
tive Committee necessary to accept his resignation 
and this was done with genuine regret. 

The Committee has appointed Allan Davies of 
New York to serve as acting treasurer until the 
meeting of Council to be held April 14, 1930. Mr. 
Davies has signified his acceptance of the appoint- 
ment. 

I bring these matters to the attention of the 
membership in the confident hope that the changes 
which have been made will promote the fundamental 
purposes for which the Institute is created and will 
make possible a far more effective service to the 
whole community. 

On behalf of the Executive Committee I bespeak 
the cordial coéperation of all members and as- 
sociates of the Institute in carrying forward the new 
activities which are being undertaken. 

Yours faithfully, 


FREDERICK H. HurpMAN, President. 
December 31, 1929. 


Bulletin of American Institute of Accountants 


Leon Brummer 


Leon Brummer of New York, a member of 
the American Institute of Accountants and a 
certified public accountant of New York 
died on November 30th. Mr. Brummer had 
been a member of the American Association 
of Public Accountants, the Institute’s prede- 
cessor. He was secretary of the New York 
State Society of Certified Public Ac- 
countants from 1899 to 1908. At the time 
of his death he was practising on his own 
account. 


Institute Member Offers Files of Tax 
Service 


A member of the American Institute of 
Accountants has offered to any other mem- 
ber who wishes them files of Corporation 
Trust and Prentice-Hall tax services (1918- 
26). The recipient would be expected to 
pay shipping expenses. Any member who 
wishes to take advantage of this offer should 
communicate with the offices of the In- 
stitute. 


“Conduct of an Accounting Practice”’ 


In accordance with previous announce- 
ments, the pamphlet reprints of discussion 
at the 1929 annual meeting of the American 
Institute of Accountants, entitled ‘‘Conduct 
of an accounting practice,’’ were placed on 
sale last month at a price of 25 cents each, 
after a free copy had been sent to each 
member and associate of the Institute. 
Many orders have been received, and as the 
number of sales is in excess of expectations it 
is suggested that members who wish to 
purchase extra copies of the pamphlet do so 
at the earliest opportunity. 


California Building and Loan Associa- 
tions Must Be Audited Annually by 
Certified Public Accountants 


The building and loan commissioner of 
California, Charles A. Whitmore, issued an 
order under date of November 26th that 
thereafter every California building and 
loan association would be required to have a 
complete audit of its books and records 
made each year by a certified public ac- 
countant, who must first be approved by 
the building and loan commissioner, and 
that a copy of the report of such audit be 


furnished to the commissioner. The letter 
containing the order reads as follows: 


November 26, 1929. 
To all building and loan associations of California: 


Hereafter every California building and loan 
association will be required to have a complete audit 
made of its books and records each year by a 
certified public accountant, who must first be ap- 
proved by the building and loan commissioner, and 
a copy of the report on such audit furnished to the 
commissioner. 

Said audit shall entail the verification of all the 
assets and liabilities of the association, the loans to 
be verified by an inspection of each note and title 
policy, and the loan balances to be verified by corre- 
spondence with a sufficient number of borrowers to 
constitute a satisfactory test check; the liabilities 
to likewise be verified by correspondence with a 
sufficient number of creditors and stockholders to 
constitute a satisfactory test check;. the various 
detail accounts to be balanced against their respec- 
tive control accounts; etc. 

The audit report must include a balance-sheet 
with the auditor’s certificate certifying to its correct- 
ness, a statement of income and expenses for the 
current period’s operations, a list of bond holdings, a 
list of real-estate holdings, a list of loans delinquent 
3 months or more, and such other information as the 
auditor may deem pertinent. 

Every association that has not had a thorough 
audit of its books and records by a certified public 
accountant within the last 12 months, is hereby 
ordered to have such an audit commenced within 
the next 30 days, and all other associations are here- 
by ordered to have their books so audited within 12 
months from the date of such last previous audit. 


Cuas. A. WHITMORE, 
Building and Loan Commissioner. 


In an address before the Los Angeles 
chapter of the California State Society of 
Certified Public Accountants on December 
16th, Clair H. Barnes, himself a certified 
public accountant and chief examiner in 
charge of the southern division of the office 
of the California state building and loan 
commissioner, said that the order was pre- 
cipitated by irregularities discovered by the 
authorities, which had resulted from care- 
lessness and lack of formal control of the 
finances of the association concerned. He 
said that the commissioner decided that the 
time had come to require of every associ- 
ation under his supervision an annual audit 
sufficiently thorough to reveal any irregulari- 
ties which might exist. 

The authority under which the order was 
issued is section 645 of the civil code, requir- 
ing that a full report of the affairs and 
condition of each association be made to the 
commissioner and that “every association 
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shall make any further report which the 
said official or officials may require, and in 
such form and as to such matters relating to 
the conduct of the business of the association 
as such official or officials may designate.”’ 

In order to be certain that this order was 
in the province of the commissioner, how- 
ever, the attorney-general of the state of 
California, U. S. Webb, was asked for an 
opinion. The attorney-general wholly sus- 
tained the action of the commissioner under 
the section of the civil code which has been 
mentioned. His opinion, which is as fol- 
lows, indicates that the building and loan 
commissioner has authority to require such 
an annual audit as his order provides: 


December 10, 1929. 
Honorable Charles A. Whitmore, 
Building and Loan Commissioner, 
417 South Hill Street, 
Los Angeles, California. 
Sir: 

I have before me your communications of the 2nd 
and 5th instant, relating to the recent ruling of 
your department requiring all building and loan 
associations to have a complete audit of all books 
and records made annually by a certified public 
accountant to be approved by the commissioner. 

You advise that one of the reasons actuating you 
in requiring this procedure was the conditions which 
were revealed to your office through an examination 
of the affairs of a certain building and loan associa- 
tion. It appeared in that case that the assets of 
the association had been dissipated to such an extent 
as to render it unsafe and you were required to take 
charge of its affairs. If an annual audit had been 
made by a competent certified public accountant 
no such state of affairs could have existed. 

It appears from your communication that certain 
accountants have objected to your ruling and that 
these objections are based upon the ground that the 
same is unnecessary and that you have directed the 
audits to be made by a certified public accountant 
and therefore your action is arbitrary and dis- 
criminatory and in excess of the powers conferred 
upon the building and loan commissioner. 

All building and loan associations doing business 
in this state are expressly declared to be under the 
supervision and control of such official or officials 
as are by law vested therewith. (Civil Code, 
section 644.) 

Certain annual reports are required by law to be 
made to the commissioner under the provisions of 
section 645 of the Civil Code and section 16 of an 
act of the legislature approved April 5, 1911 
—— 1911, page 607), and the acts amendatory 

ereof. 

It is further provided in section 645 of the Civil 
Code as follows: 

“Every association shall make any further 
reports which the said official or officials may re- 
quire, and in such form and as to such matters 
relating to the conduct of the business of the as- 
sociation as such official or officials may desig- 
nate.”’ 


In the exercise of its prerogative the legislature 
of the state of California has seen fit to establish 
certain standards of accountancy by an act approved 
May 23, 1901 (Statutes 1901, page 645), and for 
the purpose of carrying out its intention created a 
state board of accountancy with power to issue 
certificates of qualification to persons to practise as 
certified public accountants. 


The objection has been made, as heretofore noted, 
that your ruling requires the audit by a certified 
public accountant. In other words, by persons who 
have complied with the provisions of the act relating 
to accountancy and who have been found possessed 
of the required degree of skill and learning and are 
therefore holders of certificates of qualification issued 
by the state of California. 

There is no presumption that a public officer in 
the exercise of his jurisdiction acts either in a dis- 
criminatory or arbitrary manner or that he is ac- 
tuated by any motives other than the desire to 
vigilantly perform the duties of his trust for the bene- 
fit of those institutions and persons for which his 
office was created. Building and loan associations 
are somewhat akin to banking institutions in that 
they are the custodian of the funds of a large per- 
centage of the citizens of this state, and if experience 
has convinced you, as the supervising officer over 
these associations, of the necessity of such annual 
audits, your decision in that regard, in my opinion, 
can not be questioned. Therefore, in so far as the 
objection is made that the order is unnecessary I am 
of _ opinion that your decision in that particular 
is 

The fact that your department requires some 
standard of accountancy on the part of the persons 
making these audits is not in my opinion either 
arbitrary or discriminatory. 

I am well aware of the fact that undoubtedly there 
are many accountants in this state who possess the 
required degree of experience and learning to enable 
them to procure certificates of qualification, but who 
are not certified public accountants. ‘The question, 
however, whether these accountants are qualified 
is not a matter which you are required to pass upon 
and in my opinion you have the undoubted right to 
adopt the state standard of accountancy and 
require the audits of these associations to be made 
by persons who have qualified as certified public 
accountants. 

That it is of great public importance to safeguard 
the property, funds and deposits of building and 
loan associations can not be questioned and your 
department is charged with the duty of the super- 
vision of these institutions to accomplish this re- 
sult. The mere fact that a great number of building 
and loan associations have for years been audited 
by others than certified public accountants to the 
entire satisfaction of their officers, directors and 
members is no legal objection io your order, nor does 
it necessarily lead to the conclusion that your 
action is either arbitrary or discriminatory. The 
protests which have- been made upon this ground, 
as appear from the enclosures submitted with your 
communication, it is singular to note, are not made 
by the interested parties, namely the building and 
loan associations who are the custodians of the funds 
of the public, but on the contrary the protests of 
individual accountants who have not secured the 
certificates of qualification required by the statute 
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to entitle them to practise as certified public ac- 
countants. 

For the reasons hereinbefore given, I am of the 
opinion that the ruling can not be questioned as 
being unnecessary, arbitrary or discriminatory or 
an exercise of powers in excess of the jurisdiction of 
the building and loan commissioner. 

Yours very truly, 
U.S. WEBB, Altiorney General, 
By CHARLES A. WETMORE, JR., Deputy. 


Macallen Decision Not Effective in 
California 


The decision of the supreme court of the 
United States in the case of Macallen Com- 
pany v. Commonwealth of Massachusetts is 
not applicable to the tax laws of California, 
according to a statement by Reynold E. 
Blight, a member of the American Institute 
of Accountants and franchise-tax commis- 
sioner of California. The effect of the 
Macallen decision was apparently to invali- 
date excise-tax laws of Massachusetts which 
taxed business corporations on income re- 
ceived from the obligations of the United 
States and from federal farm-loan bonds, as 
well as tax-exempt county and municipal 
securities. 

Mr. Blight’s letter is, in part, as follows: 


“In your November Bulletin you quote a letter 
from the committee on legislation of the Massa- 
chusetts Society of Certified Public Accountants, re- 
lating to claims for abatement as a result of the 
Macallen decision. 

‘*There seems to be a general impression that the 
Macallen decision has rendered invalid the provision 
in any and all state franchise-tax acts, in which the 
franchise tax is determined according to or measured 
by the net income of the bank or corporation, that 
requires that income from so-called tax-exempt 
securities shall be included in the gross income. 

“So far as California is concerned it is held that 
the history and phraseology of the California bank 
and corporation franchise-tax act are sufficiently 
different from the Massachusetts act to justify 
the belief that the supreme court will come to a dif- 
ferent decision upon a test case based upon the 
California act. 

“Therefore, until such action is brought and the 
United States supreme court has rendered a decision, 
the franchise-tax commissioner, acting under the 
opinion of the attorney general, is demanding the 
inclusion of income from tax-exempt securities in the 
gross income.”’ 


Subjects Discussed by Accountants 
in 1929 


The Federal Reserve Board pamphlet 
“Verification of financial statements’’ seems 
to have been the favorite topic of discussion 
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at meetings of public accountants during 
1929. Reports in the Bulletin of the 
American Institute of Accountants show 
that at nine meetings of accountants’ 
organizations in various parts of the country 
this pamphlet was the chief subject of discus- 
sion. At some of these meetings bankers 
were present by invitation. 

The papers read at the international 
congress on accounting, questions of inven- 
tory verification, and problems of local taxa- 
tion were next in order of frequency among 
subjects considered at accountants’ meet- 
ings. 

Some of the technical questions discussed 
at other meetings were consolidated balance- 
sheets, the effect of mergers on accounting 
practice, inventories, valuation of fixed 
assets, problems of depreciation, the monthly 
audit, surplus and dividends and auditors’ 
certificates. 


Federal Court May Appoint Auditor 
and Admit Report in Evidence 


The United States district court, district 
of Delaware, asserted in the case of Oklahoma 
Gas & Electric Co. v. Bates Expanded Steel 
Truss Company, that federal district courts 
have the power, when it is reasonably 
necessary, to appoint an auditor, even with- 
out consent of the parties, to aid in proper 
consideration of a case by court and jury. 
The auditor’s report may be admitted as 
prima-facie evidence of the matters therein 
set out, according to the opinion. ‘The 
power of appointment,” said the court, “‘is as 
broad as the necessity therefore. The 
powers conferred upon an auditor by the 
order of reference may be broad. When 
properly authorized by the order of reference 
his findings may even include whether and 
to what extent the defendant is or is not 
liable to the plaintiff. Yet an auditor is not 
an arbitrator. He has no absolute and 
uncontrolled power. If one or more of his 
findings appear to the court, upon the facts 
reported by him, to be erroneous in the 
matter of law, his report may be rejected 
entirely or the erroneous portion may be 
stricken out, leaving the rest to have its 
proper weight and effect. In proceedings 
before him, the parties have the right to the 
benefit of the rules of evidence. Ifa portion 
of the evidence upon which he bases his con- 
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clusion was not properly admissible, the 
party objecting to its admissibility may 
before, but not at, the trial move to recom- 
mit the report to the auditor for correction.” 


Bids for Municipal Audits 


The tendency of municipalities to award 
auditing engagements to the least qualified 
auditors and the gradual decrease in the 
standard of fees for audits are the two 
greatest dangers of the practice of bidding 
for municipal engagements, according to a 
paper by George Ford, presented at a meet- 
ing of the Florida Institute of Accountants 
on December 5th. Continued competitive 
bidding, year after year, may be expected 
gradually to lower the fee which the client 
feels is sufficient, Mr. Ford said. He re- 
ferred to several legal opinions, among which 
was one from the attorney general of Florida, 
stating that statutes requiring public work to 
be let only on contract after competitive 
bidding have no application to personal 
professional services, with particular refer- 
ence to auditing. 

Specific instances of contracts for munici- 
pal audits made at a fee which judged by 
common professional standards would be 
inadequate for professional services of a high 
order were cited by Mr. Ford. 

In conclusion he said that the practice of 
bidding for municipal audits tends to cheapen 
the accountant in the eyes of the public 
as well as to jeopardize the scale of his 
fees for commercial engagements. Bidding, 
while it may not be technically unethical in 
itself, has a tendency to create situations 
from which unethical acts may proceed and 
as a whole, in Mr. Ford’s opinion, it is un- 
professional. Poor performance may be 
the result of inordinately low fees obtained 
by bids. Mr. Ford offered the suggestion 
that the state society of certified public 
accountants and the state board of account- 
ancy might find means of protecting the 
profession and the public against the ill 
effects of a practice so detrimental to the 
interests of both. 


Unified System of Accounting for Ohio 


Announcement has been made that a new 
centralized accounting system for the state 
government of Ohio will be installed in the 
near future. 


Inclusion of Overhead in Production 
Costs 


An organized debate on the proposition, 
“Resolved, that production costs should 
include actual overhead in preference to 
budget overhead,” took place at a joint 
meeting of the Philadelphia chapters of the 
Pennsylvania Institute of Certified Public 
Accountants and the National Association of 
Cost Accountants, November 15th. The 
affirmative side, consisting of George W. 
Wilkinson, Michael H. Sigafoos and Clar- 
ence L. Turner, declared that proprietors, 
bankers ani the tax authorities rely on 
books of account based on actual transac- 
tions. They maintained that budgeted 
overhead is merely guesswork, inasmuch as 
future sales must be forecast, normal pro- 
duction must be estimated and, accordingly, 
overhead items must be estimated too. 
Actual overhead expenses, they continued, 
are allowable deductions for income-tax 
pete while budgeted expenses are not. 

e real value of a cost system is its reflec- 
tion of the actual operating costs of a going 
business. 

The speakers for the negative, Arthur W. 
Marshall, Verl L. Elliott and Walter Ca- 
menisch, said that if plant overhead was 
distributed on an actual basis, the cost of 
production during a certain month of ex- 
tensive repairs would absorb a good deal of 
the expense, while in a following month, 
with perhaps fewer repairs, the costs would 
be much lower. Monthly repairs, they 
said, are made for future as well as past 
service and not only for the month in which 
they occur. Depreciation, insurance and 
similar items, they maintained, are bud- 
geted, and budgeted overhead is merely 
another item in the same category. 


Auditors May Take Place of Directors 
in Bank Examinations in Wisconsin 


An amendment to the bank law of Wis- 
consin, effective in 1929, provides that an 
audit of a bank by an auditor approved by 
the commissioner of banking, who may pre- 
scribe the scope of the survey, may be sub- 
stituted for the semi-annual examination by 
a committee appointed by the board of 
directors as was formerly required by the 
law. 
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Accountants and Bankers Meet in 
Pittsburgh 


A joint meeting of chapters of the Ameri- 
can Institute of Accountants, the Pennsyl- 
vania Institute of Certified Public Account- 
ants, the Robert Morris Associates and the 
National Association of Cost Accountants, 
at which 300 representatives of the various 
societies were present, was held in Pitts- 
burgh, December 10th. The principal ad- 
dress at the meeting was made by C. Oliver 
Wellington, of Boston, whose subject was 
“Inventory control and verification.”’ Mr. 
Wellington’s address was followed by gen- 
eral discussion. 


Annual Meeting, American Associa- 
tion of University Instructors in 
Accounting 


The annual meeting of the American 


Association of University Instructors in- 


Accounting was held at the Hotel Raleigh, 
Washington, D. C., December 27 and 28, 
1929. 

The first session was devoted to discussion 
of appreciation under the chairmanship of 
John R. Wildman, and a paper entitled 
“What is appreciation?’ by C. C. Carpenter 
opened the meeting. E. R. Dillavou de- 
livered an address entitled ‘‘Is appreciation 
available for dividends?” which was fol- 
lowed by “Should appreciation be brought 
into the accounts?’ by C. A. Fryxell. 
Louis O. Foster discussed the question 
“Is appreciation a depreciating element?” 
A summary of the papers and discussion was 
compiled and presented by A. C. Littleton. 

In the afternoon of the first day’s meeting 
H. T. Scovill acted as chairman at a round- 
table discussion of accounting instruction in 
commerce schools. G. A. MacFarland, H. 
A. Heckman and H. W. Gray spoke on 
elementary courses; J. H. Dohr and R. S. 
Wilcox discussed cost-accounting courses, 
and E. J. Filbey and J. V. Toner addressed 
the meeting on ““The tax course.” Auditing 
courses were discussed by W. J. Goggin, A. 
H. Rosenkampf and J. B. Taylor, and W. J. 
Graham, J. B. Heckert arid A. H. Rosen- 
kampf spoke on specialized courses. 

At the round-table conference on depreci- 
ation, at which James P. Adams was chair- 
man, Perry Mason read a paper on account- 
ing for current depreciation, John Bauer dis- 


cussed depreciation and public-utility valu- 
ation, and James C. Bonbright spoke on 
‘The concept of depreciation as an account- 
ing category.” 

The topic of discussion at the last session 
of the meeting was “The place of accounting 
in non-commerce schools.” James A. 
Campbell, L. L. Shaulis and John Hanslein 
discussed the small liberal arts college and 
R. A. Stevenson spoke on the school of 
engineering. 

In addition to the foregoing discussions 
papers were read on ‘University account- 
ing” by Ira N. Frisbee, and ‘‘Cost analysis 
for hospitals” by C. Rufus Roem. 

Officers were elected for the ensuing year 
as follows: president, A. H. Rosenkampf; 
vice-presidents, R. A. Stevenson, J. P. 
Adams and Howard C. Greer; secretary- 
treasurer, Charles F. Schlatter; editor, 
Eric L. Kohler. 


Hotel Accountants Elect Officers 


At the annual meeting of the Hotel 
Accountants Association of New York held 
December 17, 1929, the following officers 
were elected: president, R. Schickler; first 
vice-president, Louis A. Bruty; second vice- 
president, William J. Forster; secretary, 
B. D. Kelly; treasurer, Stewart Brown. 
Thomas E. Ross and Howard N. Taylor 
were elected members of the board of di- 
rectors, which in addition to the officers also 
includes M. Rappaport and Jean G. Walsh. 


Thirteen-month Calendar Adopted 
for 1930 


Sears-Roebuck & Co. have announced the 
adoption of the thirteen-month calendar for 
a year or two in order to determine its value 
in the regulation of business affairs. ‘The 
new calendar was to be effective in all in- 
ternal affairs of the company beginning 
January 2nd. 


Farm Accounting Increases Profits 


It has been reported that the standardized 
system of accounting used by the Illinois 
College of Agriculture has substantially in- 
creased the net income of a group of 200 
farmers who adopted it. The group formed 
an association to share the expense of em- 
ploying an accountant to devote his entire 
time to the accounts of the members. 


Bulletin of American Institute of Accountants 


New Officers of Society of Incorporated 
Accountants and Auditors 


The council of the Society of Incorporated 
Accountants and Auditors has unanimously 
elected Henry Morgan as president and 
Edward Cassleton Elliott as vice-president 
of the society. Mr. Morgan succeeds 
Thomas Keens, who has served as president 
for more than three years. 


Independent Audit of State Auditor’s 
Office Requested 


According to press reports the state audi- 
tor of Mississippi, in his biennial report to 
the legislature, has requested that an outside 
auditor be authorized to conduct an exami- 
nation of his office, since the state auditor’s 
department has charge of the audit of all 
other departments. 


STATE LEGISLATION 


Nine State Legislatures Open Regular 
Sessions in 1930 


The legislatures of nine states and of 
Porto Rico will sit in regular session during 
the current year. Following are the dates 
at which these legislatures have convezed 
or are expected to begin their sessions: 


Kentucky, January 7, 1930 
Louisiana, May 12, 1930 
Massachusetts, January 1, 1930 
Mississippi, January 7, 1930 
New Jersey, January 14, 1930 
New York, January 1, 1930 
Porto Rico, February 10, 1930 
Rhode Island, January 7, 1930 

' South Carolina, January 14, 1930 
Virginia, January 8, 1930. 


There has as yet been no report of 
accountancy legislation introduced in any 
legislatures already in session. 


Massachusetts 


A bill was introduced in the Massachusetts 
legislature January 6th, prohibiting banks 
and trust companies from furnishing legal 
information or legal advice. The bill would 
forbid corporations to practise or hold them- 
selves out as entitled to practise law, or to 
draw agreements for legal documents not 
related to their lawful business, or to give 
legal advice or legal information. 


STATE BOARDS OF ACCOUNTANCY 


Minnesota 


Herman C. J. Peisch has been appointed a 
member of the Minnesota state board of 
accountancy. He succeeds Emil Kroeger. 


New Jersey 


As a result of examinations in New Jersey 
in November, 1929, the following candidates 
have been recommended for certified public 
accountant certificates: Benjamin E. Anti- 
noph, Nathan R. Caine, Robert S. Carter, 
James N. Connolly, William D. Cranstoun, 
David Deutsch, Joseph Froggatt, Jr., Sam- 
uel Gross, Herman Horowitz, Ralph S. 
Johns, John Kearns, Philip Kesselman, 
Alexander King, Ephraim Klein, Archie 
Kurlantzick, Samuel J. Lamansky, Nathan 
D. Linn, William Margulies, Frank C. 
Merklein, Henry G. Nilsson, Henry M. 
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Olsen, Louis Rappaport, Benjamin Rosen- 
berg, Irving J. Rosenfelt, Edward Schweick- 
hardt, Louis A. Simon, Louis Sussman, 
Benjamin E. Westervelt, Walter B. Wilson, 
William H. Vankirk, Sidney H. Zauber. 


Virginia 


In the C. P. A. examinations of Virginia 
held November 18, 19 and 20, 1929, the 
following candidates were successful: Frank 
S. Calkins, R. Benjamin Cheatham, A. R. 
Coleman, Chas. A. G. Dawe, Walter A. 
Edwards, Jr., C. B. Flow, Samuel Miller 
Foster, Walter H. Franks, Robert F. Good- 
win, Alfred N. Hilton, Raymond V. Hull, 
Edna Elizabeth Hummer, Arthur Joel 
Jackson, C. M. Jones, A. R. Kennett, H. M. 
Lee, A. B. Richardson, J. Garland Rowlett, 
Ray R. Shepherd, W. M. Stockner. 
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Washington 


The following candidates passed the 
certified public accountant examinations 
conducted by the Washington state board of 
accountancy in November, 1929: E. B. Arn- 
ett, Edward O. Jensen, John I. Johnson, 
G. Donald Smith, Harold L. Scott and 
Fred Siegel. 


Wisconsin 


The following candidates passed the C. P. 
A. examinations of Wisconsin last fall: Wil- 
liam J. Burke, Arthur Finnell, Fred W. 
Grunwald, Louis V. Heller, M. C. Holachek, 
Lawrence Kakatsch, Arthur H. Knorr, I. J. 
Schulte, H. A. Stoltenberg, E. L. Vanderjagt, 
Herman Wendorf and William B. Zellmer. 


NEWS OF LOCAL SOCIETIES 


California Society Honors Outstanding 
Examinee 


A special meeting of the California State 
Society of Certified Public Accountants was 
held at the Palace hotel, San Francisco, 
December 17th, for the purpose of present- 
ing the John F. Forbes medal to the candi- 
date receiving the highest grade in theC. P. A. 
examinations of the state. One hundred 
and eleven persons attended the meeting. 
The medal was awarded to Myron J. 
Boedeker. Mr. Boedeker is 27 years of age 
and is a graduate of Northeastern Uni- 
versity. William Dolge made the presenta- 
tion address. He said in part: 


“It cannot be iterated too often that the C. P. A. 
examination is not a competition, not an elimination 
contest, that it is the gateway to the practice of 
professional accountancy, open to every citizen of 
good moral character. The future of the profession 
is even now passing to the hands of these men, the 
newly fledged C. P. A.’s whom we have as our 
honored guests tonight. Surely we are not mistaken 
in hoping and believing that this year’s medalist, 
and his colleagues, will deem it their duty to cherish 
the highest ideals and by emulating the leaders of 
today and yesterday, become the profession’s 
greater leaders on the morrow. 

“To keep the gateway open to the deserving, closed 
to the undeserving; to reject, and if necessary to 
eject, the unworthy, is a task becoming increasingly 
difficult with the passing years and the increase in the 
number of candidates and the number of C. P. A.’s. 

“The solution of this problem does not lie in raising 
the C. P. A. examination standard to unpassable 
heights, it does not lie in barring out 100 ambitious 
and deserving candidates in order to protect the 
public and the profession against one potential 
scoundrel. The solution is paradoxically both more 
facile and more difficult—it lies in protecting the 
fair name of the profession from the fourflusher in 
accounting, the blood-brother of the shyster in law 
and the quack in medicine. That protection is your 
responsibility and mine. 

“The responsibility of every C. P. A. to attack 
indecency and crime in accounting—through the 
medium of the state board and the state society— 
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is based primarily upon the responsibility of every 
honest citizen or organization of citizens, to combat 
indecency and lawlessness. Morally and ethically 
there can be no question of this responsibility. 
Materially and selfishly our livelihood depends upon 
the faith and confidence the public has in our char- 
acter, our integrity—not only as individuals, but 
as a profession. We have had recent proof, public 
proof of this. Less than three weeks ago the state 
building and loan commissioner, Honorable Charles 
Whitmore, issued a peremptory order that every 
building and loan association in California must have 
its accounts audited at least once a year by a certi- 
fied public accountant—a C. P. A. approved by the 
commissioner. The old order changes and keeps 
changing. There were 22 candidates in 1908 and 
36 in 1918, there were 285 in 1928. How many will 
there be in 1938?” 


The meeting was followed by a meeting 
of the San Francisco chapter of the society 
at which the subject of ‘“The methods of 
embezzlement and their detection’ was 
discussed. The histories of actual cases 
which had occurred in their own practices 
were recited by H. J. Cooper, William Dolge, 
Anson Herrick, F. C. Kohnke, Lewis Lilly, 
Herbert E. Nowell and I. Graham Pattinson. 


Fresno Association of Certified Public 
Accountants 


At the annual meeting of the Fresno 
Association of Certified Public Accountants 
on Wednesday, November 13, 1929, the 
following officers were elected: president, 
George W. Sims; secretary-treasurer, C. E. 
Bradford; member of the executive com- 
mittee, C. Edwin Oyster. 


Florida Institute of Accountants 


The semi-annual meeting of the Florida 
Institute of Accountants was held at the 
Carling hotel, Jacksonville, Florida, on 
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December 5th, 6th and 7fh. After invoca- 
tion by the Rev. Robert H. McCaslin, 
John T. Alsop, mayor of Jacksonville, gave 
an address of welcome. Walter Mucklow 
replied to the welcome. * 

After reports of officers and routine busi- 
ness, a paper by George H. Ford on com- 
petitive bidding for municipal audits was 
read by C. H. Goodrich. e paper was 
followed by discussion, as a result of which a 
resolution was adopted condemning the 
practice of bidding for municipal engage- 
ments on a lump-sum basis and recommend- 
ing that members of the institute submit a 

-diem rate of not less than $25 whenever 
bids were requested. 

The afternoon of the first day was devoted 
to a golf tournament. De 

At the opening session on December 6th 
A. P. Richardson, secretary of the American 
Institute of Accountants, spoke on the 
activities of the American Institute and the 
prospects of the accountancy profession. 
John L. Carey; assistant secretary of the 
American Institute, spoke on employment. 
Presidents of local chapters of the Florida 
Institute rendered reports and the meeting 
adjourned about noon. 

At a luncheon of the Civitan club of 
Jacksonville on the same day, Mr. Richard- 
son addressed the club on ‘The spirit of 
Christmas.” 

On the evening of December 6th there was 
a banquet at the Carling hotel at which Mr. 
Mucklow was toastmaster and Mr. Richard- 
son delivered the principal address. 

A paper reviewing the discussion at the 
international congress on accounting, by 
Howard W. Gray of the University of Flor- 
ida, was the feature of the session on De- 
cember 7th. Orlando was selected as the 
place for the annual meeting of the Florida 
Institute in June, 1930. 


Louisiana Society Offers Prizes to 
Students 


The Society of Louisiana Certified Public 
Accountants recently adopted unanimously 
a resolution providing that cash prizes of $50 
and $25 be awarded to the students respec- 
tively receiving the highest and the second 
highest marks in their senior years in the 
colleges of commerce and business adminis- 
tration at Louisiana State University, Loy- 
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ola University and Tulane University. The 
universities concerned have accepted the 
offer and the first awards will be made by the 
society in 1930. 


Laurence H. Sloan Addresses Massa- 
chusetts Accountants 


At a meeting of the Massachusetts So- 
ciety of Certified Public Accountants, De- 
cember 16th, Laurence H. Sloan, vice- 
president of the Standard Statistics Com- 
pany spoke on ‘Corporation profits; the 

ast trend and the long-term outlook.” 

he audience, which numbered about 135, 
included bankers and business men as well as 
members of the society. 


Mississippi Accountants Visit State 
University 


Representatives of the Mississippi Society 
of Certified Public Accountants visited the 
college of commerce of the University of 
Mississippi on December 13th. Nelson 
Taylor delivered an address to the students. 
The visit was for the purpose of forming an 
acquaintance with the faculty and students 
of the university. At its annual meeting the 
society resolved to codperate with the 
school of commerce of the state university 
in any way which might be of benefit. 


Meeting of Kansas City Accountants 


George W. Humphrey, state senator and 
sponsor of the accounting law passed by the 
Missouri legislature in 1909, was a speaker at 
a meeting of the Kansas City chapter, Mis- 
souri Society of Certified Public Account- 
ants, at the University club, Kansas City, 
December 2nd. His subject was ‘“The ad- 
vantages of state protection and regulation 
of the profession.”’ 

Thornton Cooke, president of the Co- 
lumbia National Bank, discussed the recent 
decline in stock-market prices, and F. R. 
Brodie spoke on changes in the state in- 
come-tax law. 


New York State Society Year-book 


The New York State Society of Certified 
Public Accountants has published its year- 
book for 1929. It contains a copy of the 
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certificate of incorporation, lists of com- 
mittees and members, reports of officers, re- 
prints of the by-laws and the accountancy law 
of New York state, and names of members of 
the board of C. P. A. examiners and the state 
committee on grievances. 

A footnote to the secretary’s report shows 
that at the date of publication of the year- 
book the total membership of the society was 
1,342. 


Ohio Society Offers to Coéperate with 
Governor 


The secretary of the Ohio Society of Certi- 
fied Public Accountants has written to the 
governor of Ohio offering the services of 
members of the society to assist the gover- 
nor’s citizens’ committee in promulgating a 
new taxation code for the state. | 


Pennsylvania Institute Bulletin on 
Inventory Verification 


In a bulletin published by the Pennsyl- 
vania Institute of Certified Public Account- 
ants, the following three ways in which an 
accountant may treat the item of inventories 
are stated: 


(1) Acceptance of the quantities and values of 
the inventory as determined by the client with a 
eet of qualification by the accountant to this 
effect. 

(2) The amount of the physical inventory as 
determined by the client checked or test checked by 
the accountant for accuracy of prices, extensions 
and footings. 

(3) A physical inventory taken under the super- 
vision of the certified public accountant and verified 
completely as to final values. 


In the first two instances it is stated that 
the accountant assumes no responsibility, 
or at least is responsible only to a limited 
extent, for the accuracy of the inventory 
values and that a qualification should appear 
in his certificate accordingly. By a physical 
inventory under his own supervision and a 
complete verification of values the certified 
public accountant may be in a position to 
certify the accuracy of the final result. The 
successive steps necessary in such an inven- 
tory for complete verification are outlined in 
the bulletin. The value of continuous 
inventory control isemphasized. The bulle- 
tin was printed for distribution to the 
business public in Pennsylvania. 


Texas Society Approves Verification of 
Financial Statements 


At the annual meeting of the Texas 
Society of Certified Public Accountants, 
reported in the Bulletin of December 16, 
1929, the following resolution was adopted: 


“RESOLVED that the Texas Society of Certified 
Public Accountants hereby expresses its approval 
and commendation of the outline of audit procedure 
as prepared by the committee of the American In- 
stitute of Accountants and set forth in the revised 
bulletin of the Federal Reserve Board relative to the 
certification of balance-sheets; 

“Bg It FurTHER RESOLVED, that a committee 
be appointed, of which committee the councilor 
of each district shall be an ex-officio member 
for the activities in his district, to urge the local 
chapters of this society, or the group of accountants 
where no chapter exists, to arrange and to codperate 
with them in arranging meetings with the bankers 
and credit men’s association of the cities in which 
such chapters and/or accountants are located, for 
the purpose of explaining the scope of such audit 
procedure, and its relation to the certificate executed 
in certifying to balance-sheets and creating a better 
understanding between said bankers and credit men 
and the accountants.”’ 


The following have been appointed chair- 
men of committees of the Texas Society of 
Certified Public Accountants for the current 
year: L. B. Smith, legislation; B. S. Mothers- 
head, commercial arbitration; Luke Garvin, 
public relations; E. R. Burnett, education; 
J.R. Nelson, coéperation with bankers; O. N. 
Richardson, codperation with University of 
Texas, department of business research, in 
determining average financial and operative 
ratios; and Forrest Mathis, codperation with 
other accountancy organizations. 


Society of Accountants Formed in 
Vermont 


On November 23rd certified public ac- 
countants of Vermont met in Burlington to 
organize a state society. For some years the 
state board of accountancy had felt that 
Vermont should have a society to promote 
the interests of the accountancy profession 
and to maintain a high standard of ethical 
and professional conduct. 

Orris H. Parker was elected president of 
the society, Francis C. Derby, vice-presi- 
dent and Adrian E. Holmes, secretary- 
treasurer. The three officers constitute an 


executive committee which has been charged 
with the duty of drawing up by-laws to be 
submitted at the first annual meeting. 
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The society was given the name of the Ver- 
mont Society of Certified Public Account- 
ants. 


Committee Appointments of Virginia 
Society 


The president of the Virginia Society of 
Public Accountants has announced appoint- 
ment of the following committees for the 
year ending August 31, 1930: committee on 
membership, Guy M. Scott, chairman; 
committee on arbitration, George T. Dur- 
ham, chairman; committee on legislation, 
A. M. Pullen, chairman; committee on 
auditing, C. M. Cluverius, chairman; spe- 
cial committee on change in name of society 
and revision of constitution and by-laws, 
T. Coleman Andrews, chairman; special 
committee on education and publicity, J. A. 
Leach, Jr., chairman; special committee on 
relations with national societies, J. A. Ren- 
nie, chairman; special committee in charge 
of spring meeting, A. F. Stewart, Jr., chair- 
man; special committee on codperation with 
state boards of accountancy, A. W. Burket, 
chairman; special committee on codperation 
with American Arbitration Association, C. 


S. Goldston, chairman; special committee 
on natural business year, W. P. Hilton, 
chairman. 


Washington Society Considers Code of 
Ethics 


A committee consisting of P. C. Davis, 
Paul R. Strout and C. L. Stone has been 
appointed by the Washington Society of 
Certified Public Accountants to consider a 
code of ethics for the society. 

John M. Chambers has been elected 
secretary of the Seattle chapter, to succeed 
H. D. McGirr who has resigned. 


SEATTLE CHAPTER RECOMMENDS REDUCTION 
IN FEES FOR AUDIT OF CHARITABLE 
INSTITUTIONS 


The Seattle chapter of the Washington 
Society of Certified Public Accountants has 
recommended that audits of religious and 
charitable institutions be performed on the 
basis of regular fees less a reduction of 33'/; 
per cent. The officers of the Seattle com- 
munity fund have been informed of this 
decision of the chapter. 


REVIEWS 


P. W. R. GLOVER—‘FINANCIAL STATE- 
MENTS FOR CREDIT PURPOSES” 


Paper read at the Forum of the New York 
Credit Men’s Association, New York, De- 
cember 16, 1929. 


Mr. Glover, after expressing pleasure at the op- 
portunity of contributing to the community of 
interest between credit men and public accountants, 
and praising the custom of their respective societies 
in exchanging views on matters affecting both, called 
attention to the Federal Reserve Board pamphlet, 
“Verification of financial statements,’’ which, he 
said, would be helpful in indicating to the credit 
man and the banker what the accountant may be 
expected to cover during his examination. He rec- 
ommended that the members of the New York 
Credit Men’s Association study the document in 
order to gain a clear understanding of the duties 
and responsibilities of the public accountant. 

The dependence of credit men upon the balance- 
sheet alone as a basis for the extension of credit, he 
said, is unsound because the balance-sheet gives so 
little information on operations of a business from 
one period to another. The speaker said that it was 
encouraging to note a growing tendency of borrowers 
to furnish complete details of their affairs to credit 
men. He called attention to the difficulty of the 
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accountant whose examination is often restricted by 
the desire of the client to keep expenses at a mini- 
mum, and he recommended that the credit man de- 
mand the full details to which he is entitled. 

In addition to the balance-sheet, the speaker con- 
tinued, the credit man should have a profit-and-loss 
account covering operations of the period from the 
date of the preceding balance-sheet, and a surplus 
account showing the changes occurring during 
the same period. By comparison of statements of 
profit and loss of previous periods the current state- 
ment makes it possible to form a definite opinion on 
the conduct and operation of the business and the 
desirability of extending credit to it. Earning 
power, Mr. Glover added, is most significant in con- 
sidering extension of credit. Companies which 
may often show balance-sheets disclosing a satis- 
factory financial position might be found to be on 
the downward grade if profit-and-loss statements 
for a number of years were inspected. 

A statement showing the disposition of funds 
such as increased resources arising out of earnings, 
borrowed money, etc., would also be helpful to the 
credit man, the speaker continued. Questions 
which might occur to a credit man in considering a 
loan were indicated by Mr. Glover as follows: 
What amounts of salaries and commissions are the 
partners or officers drawing from the business? 
What is the dividend policy of the company? Are 
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sufficient earnings retained in the business to take 
care of the normal expenses thereof? 

The speaker recommended that the credit man in- 
sist upon certification of the borrowers’ statements 
by a reputable public accountant, unless for good 
and sufficient reason the concern in question feels it 
unnecessary to have its accounts audited. 

Inasmuch as the time allotted did not permit a 
detailed discussion of every item occurring in a 
merchant’s balance-sheet Mr. Glover limited his 
comments to receivables and merchandise inventory. 
He also mentioned the necessity of verifying the 
fact that money borrowed for the purpose of taking 
advantage of trade and cash discounts has been 
used for that purpose, and that the only accounts 
payable at the date of the balance-sheet are those not 
yet due. Questions arising in determination of cur- 
rent position also received attention from the 
speaker. He stressed the necessity of drawing 
specific attention to all contingent liabilities. He 
also warned his audience against the credit criminal 
and indicated that the accountant and credit man, 
working together, might do much to reduce the 
number of fraudulent loans. Free consultation, 
with permission of the client, between the credit 
man and the accountant, the speaker said in con- 
clusion, would facilitate a more stable condition in 
the financing of business. 


WILLIAM B. FRANKE—“WHY STAND- 
ARDIZED ACCOUNTING?” 


Address delivered at a meeting of the 
Association of University and College Busi- 
ness Officers of the Eastern States, Washing- 
ton, D. C., December 7, 1929. 


Mr. Franke reminded his audience that a uniform 
accounting system for colleges and universities had 
been a subject of discussion for many years, and that 
considerable opposition to the principle of uniform 
accounting had shown itself. He said that in an 
attempt to ascertain existing conditions he had 
made an effort to compile statistics from the ac- 
counts of a large number of institutions which might 
be considered representative. Ninety-three col- 
leges and universities submitted figures in response 
to his request and the speaker said that he was 
astonished at the lack of uniformity disclosed by the 
variations revealed in the data submitted to him. 
Among the differences in classification of income and 
expense items which he found, Mr. Franke cited the 
classification of net tuition fees as income in some 
cases, while in others gross fees were called income, 
refunds being included in operating expenses. 
Again, while dormitory income was invariably shown 
separately, in some cases no attempt was made to 
accumulate dormitory expense in a separate ac- 
count. In some cases, he continued, income from 
scholarship funds was included with other items of 
income and amounts expended for scholarships were 
included with other items of expense, or were de- 
ducted from tuition fees. In still other cases, how- 
ever, the income was credited direct to scholarship 
funds and disbursements were charged against these 
funds, with the result that neither income nor ex- 
pense was shown in the operating statement. Capi- 
tal expenditures out of current income, he continued, 
were sometimes charged to operating expenses and 
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sometimes to capital assets, depending upon whether 
or not the fund method of account was used. 

Mr. Franke stated that there is absolute lack of 
uniformity in classifying items under such main 
headings as instruction salaries and expense, and 
administrative and general salaries and expense. 

The speaker distributed among the audience re- 
prints of analysis and classification of figures for 
74 educational institutions, which he believed fairly 
comparable in so far as main headings of income 
and expense were concerned. While he recognized 
the obvious criticisms of his figures and realized 
that the difficulties presented in his analysis made 
it impossible to prepare an ideal comparison, he 
nevertheless believed his work to be sufficiently 
trustworthy to be of general interest. 

He pointed out that of the 74 institutions con- 
cerned 3 ended the year financially even, 52 had 
an excess of income over expense and only 19 
had an excess of expense over income. His analy- 
sis showed that the average amount of income 
for each of the 81,000 students represented was 
$620.56, of which 46 per cent. was contributed 
by the student, 29 per cent. was obtained from en- 
dowment income and 25 per cent. from other in- 
come. The statement of expense showed that the 
amount expended for each student was $10.90 less 
than the total amount of income for each student. 
Of the total expense 55 per cent. was for instruc- 
tion salaries and expense, 11 per cent. for administra- 
tive salaries and expense, 15 per cent. for property 
expense and 19 per cent. for other expenses. The 
speaker expressed the opinion that if a uniform 
accounting system, particularly a uniform chart of 
accounts, were in use in all institutions, the com- 
parable figures which could then be obtained would 
be of extreme value to university business officers. 
He said that it would be easy for institutions now 
operating under a modern accounting system to 
change to a uniform plan and that schools which 
do not now have adequate accounting systems would 
be all the more benefited by a uniform system. 


STANLEY SPURRIER—“FACTS AND FIG- 
URES ON COMMERCIAL PROSPERITY” 


Article published in The Credit World, 
November, 1929. 


The most impressive feature of America’s un- 
paralleled decade of prosperity, Mr. Spurrier says, 
is its widespread enjoyment by the various strata of 
the country’s social structure. Our prosperity 
has extended largely to all classes. The writer 

says that statistics on the economic development of 
the country during recent years are well worth 
study. Increase in production and sale of prod- 
ucts in the class of luxuries is most significant 
in determining economic prosperity, inasmuch as 
the volume of so-called necessities is not greatly 
influenced by general prosperity. 

In 1919, according to the writer, 1,658,000 pas- 
senger automobiles were manufactured in the 
United States, of which 1,591,000 were sold in this 
country. In 1928, 3,821,000 passenger automobiles 
were manufactured, of which 3,452,000 were sold to 
domestic buyers, an increase of 117 per cent. The 
writer presents similar figures for the silk industry, 
mail-order houses and chain stores, all of which 
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showed enormous increases in volume of business 
during the period under consideration, In refuta- 
tion of the common reference to “‘profitless pros- 
perity’’ in America, Mr. Spurrier offers data showing 
an increase of 137 per cent. in dividend payments in 
1928 as compared with 1919. While the period of 
increasing prosperity has not been without its quota 
of business failures, the article says that the total 
liabilities of firms failing in 1928 were approximately 
21 per cent. less than in 1922. The number of busi- 
ness failures, he says, decreases during periods of 
advancing prices and increases during periods of fall- 
ing prices. 

In considering the effect of the recent economic 
development on the American worker, Mr. Spurrier 
says that wages had increased more than 118 per 
cent. in 1928 as compared with 1913. Despite the 
fact that improved industrial methods have elimi- 
nated from agricultural, industrial and railroad pur- 
suits more than 2,000,000 workers, these workers 
have been assimilated in the many new industries or 
in the expansion of old ones which has accompanied 
the great wave of prosperity. 

The writer offers the opinion that instalment sell- 
ing has played a vital part in the accomplishment of 
economic prosperity, facilitating mass production 
and mass distribution, although he admits that in- 
stalment selling is in some cases abused. 


HOMER G. GRAHAM—“LIABILITY OF 
TRANSFEREES” 


Address delivered at a meeting of the 
Miami chapter, Florida Institute of Ac- 
countants, November 19, 1929. 


Mr. Graham said that section 280 of the revenue 
act of 1926, dealing with claims against trans- 
ferred assets, has not received the attention from 
accountants which it deserves. He said that it is 
of prime importance and will doubtless have a 
prominent place in future court decisions. The 
new section, in effect, gives the government the 
right to assess a tax against a person other than the 
taxpayer, and to use all the summary or other pro- 
ceedings now permitted in the collection of such 
taxes, according to the speaker. There is no doubt, 
Mr. Graham said, that the United States has the 
right to sue the transferee for an amount equal to 
that which the transferee received from any tax- 
payer when the transferee received property without 
paying therefor a valuable consideration. What is 
disputed in various cases before the courts is the 
right to assess a tax against transferees and proceed 
to collect the tax with all the summary proceedings 
of tax collection. In section 280 of the 1926 act the 
law recognizes that the amount due the government 
from transferees is only a liability, but it provides 


EMPLOYMENT 


The employment exchange has been 
fortunate enough during the past month to 
effect the employment of several accountants 
in positions requiring higher qualifications 
than those of the ordinary staff accountant. 
It has been found that this is perhaps one of 


that the liability shall be assessed, collected and 
paid in the same manner and subject to the same 
limitations as in the case of a deficiency. The 
speaker said that by means of this section the 
government was seeking a short-cut. The provision 
in question, he said, repeated in section 311 of the 
1928 act, was doubtless intended to include as 
transferees heirs, legatees and devisees of a deceased 
person; assignees and grantees of any person or 
corporation; distributees of corporations, whether 
by way of ordinary dividends or by way of dissolu- 
tion dividends; receivers, trustees, liquidators of 
corporations; fiduciaries and beneficiaries of trusts; 
and successors of corporations, under mergers, con- 
solidations or other methods. 

The speaker cited cases in which the government 
was attempting to enforce the sections in question. 
He mentioned the belief of some tax practitioners 
that this part of the law is unconstitutional, although 
the supreme court has not yet rendered an opinion 
on the question. It was the opinion of the speaker 
himself that the sections were unconstitutional and 
dangerous and should be eliminated from the in- 
come-tax laws. 


LOUIS D. BLUM—“SPECIAL INCOME-TAX 
FEATURES APPLICABLE TO WATER 
UTILITIES” 


Address delivered before the Pennsylvania 
Water Works Association at Atlantic City, 
New Jersey, October 31, 1929. 


The speaker announced that he would confine 
himself to special income-tax problems applicable to 
corporations operating water properties. Munici- 
pally owned plants are exempt from federal income- 
taxes and, consequently, his remarks did not concern 
them, he said. The water industry has adopted 
a uniform classification of accounts, but the net 
income of such a company, as shown by its books, 
usually requires adjustment in order to ascertain the 
taxable income, Mr. Blum continued. The items 
requiring different treatment for tax purposes and 
for bookkeeping purposes, he said, are as follows: 
contributions for extensions, provisions for self- 
insurance, casualties, etc., retirement of bonds at less 
than face value, premiums on bonds sold, premiums 
on sales of capital stock, bond discount, discounts 
and premiums on sales of capital stock, capitalization 
of interest actually paid during construction, injuries 
and damages during construction, amortization of 
franchise costs, regulatory commission expenses, 
taxes during construction, gain or loss on sale or 
other disposition of property and depreciation. 

Mr. Blum then outlined the peculiarities involved 
in the treatment of each of these items for tax pur- 
poses. 


EXCHANGE 


the greatest advantages which the exchange 
can offer the profession—a means whereby 
men of long experience and excellent reputa- 
tion, who for one reason or another desire to 
make a change in their positions, may be 
introduced through a dignified and confi- 
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dential channel to prospective employers 
who are in need of just the talents they 
SS. 

The supply of semi-senior and senior 
accountants is perhaps less this year than 
at any time in recent years, as far as the 
operations of the exchange make an estimate 
possible, but there are always a few appli- 
cants registered with the exchange who can 
be referred to firms in need of staff assistants. 
Possibly some of the firms which have called 
upon the exchange and failed to receive an 
immediate response have been discouraged, 
but the scarcity of applicants makes it im- 
possible to fill a great part of the requests 
which are received. It has often been an- 
nounced, and is here repeated, that the best 
procedure for firms is to file a record of the 
types of men of which they are in need. 
The applicants, who present themselves in 
small numbers, can then be assigned, as they 
register, to the firms whose requests are on 
file. 

Since September 1, 1929, the exchange has 
placed more men than during the entire first 
year of its existence. 


Following are summaries of the records of 
some of the applicants now available: 


No. 82A—C. P. A. (New York), age 43, five years’ 
public practice, five years as comptroller and one 
year as assistant treasurer of private companies. 
Wishes position in New York. No objection to 
travel. Salary $5,200. 


No. 83A—Member, American Institute of Ac- 
countants, C. P. A. (New York, Pennsylvania, 
Ohio and Oklahoma). Graduate of University of 
Illinois. Age 42. Nineteen years’ public prac- 
tice. Wishes position in Pittsburgh or New 
York. No objection to travel. Salary $4,200. 

No. 84A—C. P. A. (New Jersey), age 46, several 
years’ public accounting experience, most of which 
was devoted to systematizing. Wishes position 
in New York. Salary $4,000. 

No. 85A—C. P. A. (California), age 39, 20 years’ 
public practice. Now in New York but wishes 
position out of town. Salary $5,000. No ob- 
jection to travel. . 

No. 86A—Member, American Institute of Account- 
ants, certified public accountant, age 43, wishes 
position in public practice or private concern. 
Salary about $7,500. Will go anywhere. 

No. 87A—Senior, age 47, with ten years’ public 
accounting experience, ‘specializing in taxation, 
cost installations. Desires position in New 
York and has no objection to travel. Salary 
open. 


HERE AND THERE 


Announcement has been made by Blass, 
Wood & Co., Pittsburgh, that Robert L. 
Faris, Jr. has been admitted to membership 
in the firm. 


T. M. Byxbee & Co. of New Haven and 
New York have announced that Arthur U. 
Elmer has been admitted to special partner- 
ship in the firm. 


Burney R. Clack, M. C. Fox, Glenn J. 
Homan and C. F. Miller announce their 
association for the practice of public ac- 
counting under the firm name of Benedict & 
Miller, with offices in the Liberty National 
Bank building, Oklahoma City, and in the 
Roberts building, Tulsa. 


Lewellyn U. Crawford has announced that 
he has opened an office at 1115 Midland 
building, Kansas City. 


J. D. M. Crockett & Co. have announced 
that they will continue their accounting 
practice at 1013-17 National Fidelity Life 
building, Kansas City. 


Carneiro, Chumney & Co., Perry L,. 
King & Co. and George B. Simpson & Co., 
announce the consolidation of their practices 
under the name of Carneiro, Chumney & 
Co., with offices in San Antonio, Corpus 
Christi and Brownsville, Texas. 


J. A. Cull, P. C. Bakken, E. W. Brady and 
R. A. Janz announce the formation of a 
partnership under the firm name of Cull, 
Bakken, Brady & Janz with offices at Fargo, 
Bismarck, Grand Forks and Minot, North 
Dakota. 


Fedde & Co., New York, announce that 
J. B. Collings Woods has become a member 
of the firm and that the practice formerly 
carried on by him has become amalgamated 
with theirs. 


W. P. Hilton, A. Vernon Sheffield and 
Alfred N. Hilton announce their association 
for the practice of accountancy under the 
firm name of Hilton, Sheffield & Hilton, with 
offices at 702 Bank of Commerce building, 
Norfolk, Virginia. 
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Griffith, Rockey & Co. of Philadelphia 
and Reading, Pennsylvania, and Camden, 
New Jersey, announce their affiliation with 
the firm of Pace, Gore & McLaren. 


Lester Herrick & Herrick and William 
Dolge & Co. announce the consolidation of 
their practices in Los Angeles, San Fran- 
cisco and Seattle. 


Hood & Strong, Los Angeles and San 
Francisco, announce that Oliver M. Weed 
has become a member of the firm. 


F. W. Lafrentz & Co. announce the re- 
moval of their Chicago office to suite 1960, 
208 South LaSalle street. 


F. W. Lafrentz & Co. have announced 
that Robert M. Coulbourn of Baltimore has 
withdrawn from partnership in the firm. 


Lybrand, Ross Bros. & Montgomery have 
announced that Hermon F. Bell, Norman J. 
Lenhart and Conrad B. Taylor have been 
admitted to membership in the firm. 


It has been announced that the firms of 
Miller, Moll & Co. and Edwards & Ed- 
wards, both of Philadelphia, have been dis- 
solved and that a copartnership has been 
formed under the firm name of Miller, Moll 
& Edwards, with offices in the Public Ledger 
building. 


J. Sherman Mitchell and Warren W. 
Barnes announce the formation of a partner- 
ship under the firm name of J. S. Mitchell & 
Co., with offices in the Johnston building, 
30 Broad street, New York. 


Francis A. Wright & Co., Kansas City, 
announce the admission of Clarke W. Thorn- 
ton to partnership. 


Charles H. Preston & Co., 606 Plymouth 
building, Minneapolis, have announced that 
Charles H. Preston, Rudolph H. Anderson 
and Earl A. Waldo will continue their prac- 
tice under the firm name of Preston-Ander- 
son-Waldo & Co. 
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O. G. Richter, Irwin C. Snyder and J. M. 
Cumming announce their association as co- 
partners under the firm name of Richter & 
Co. with offices in the Farmers Bank build- 
ing, Pittsburgh, and their affiliation with 
Pace, Gore & McLaren. 


Glenn O. Williams and Carl D. Thomy, 
members of the firm of Glenn O. Williams & 
Co., announce a change in the copartnership 
name to Williams & Thomy, with offices at 
1416 Temple building, Rochester, New York. 


Peat, Marwick, Mitchell & Co. announce 
that Harold B. Simpson, New York, Law- 
rence Giles, Washington, and Miller Bailey, 
Missouri, have been admitted as partners of 
the firm. 


Announcement has been made of the 
dissolution of the firm of Wythes & Wilson, 
New York. Mr. Wythes has become associ- 
ated with Pace, Gore & McLaren and Mr. 
Wilson will continue the practice of account- 
ancy at 31 Nassau street, New York. 


Announcement has been made by H. P. 
Baumann and H. A. Finney of the formation 
of a partnership under the firm name of 
Baumann, Finney & Co. with offices at 208 
South LaSalle street, Chicago. 


It has been announced that J. S. Snelham, 
formerly associated with Deloitte, Plender, 
Griffiths & Co., has become comptroller of 
the Continental Can Co., New York. 


Nelson Culp has announced his return to 
the practice of public accounting under the 
firm name of Nelson Culp & Co., with an 
office at 208 South LaSalle street, Chicago. 


Raymond T. Schneider announces the 
opening of an office for the general practice 
of accounting at 438 McKnight building, 
Minneapolis. 


Smith, McKay & Co., Washington, D. C., 
announce the removal of their offices to 2124 
Union Trust building. 
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